Introduction
The aging of the U.S. population, concerns over the long-term solvency of Social Security and Medicare, and recent data availability have sparked much research into the labor supply of older individuals. Much of this research has focused on individuals approaching traditional retirement ages of 55-65. Very little research, though, has considered the labor supply of individuals over the age of 65, a population we refer to here as the elderly.
Many important questions arise about the labor supply of the elderly. For example, to what extent are the elderly working because of financial circumstances, perhaps because of negative shocks to wealth or unexpected expenditures such as those related to health care for a family member? Do rising labor force participation rates among the elderly provide further evidence that there exist important holes in the safety net for the elderly? On the other hand, to what extent do the elderly choose to work because they have jobs that allow them to continue working on their own terms? Does a guaranteed annuity income make the elderly more responsive to non-pecuniary aspects of employment? In other words, is work closer to leisure (or play) for the elderly?
The apparent reversal of the long-run trend toward earlier retirement coupled with the general aging of the U.S. population make finding answers to such questions increasingly important. Currently, less than three percent of the U.S. labor force is over age 65.
Demographic pressures alone will raise that percentage in coming decades. Reflecting these demographic pressures and years of tight labor markets, the popular press is now filled with stories about the courting of older workers by U.S. employers. 1 The issue has also inspired a series of reports arguing that many public and private policies pose serious barriers to work for the elderly and efforts should be made to eliminate them given the importance to the U.S.
economy of maintaining a sufficiently large and well trained workforce [CED 1999; Knapp and Muller 2001] . Concern over this issue has been sufficiently great to warrant hearings in the U.S.
Senate on what can be done at the federal level to reduce barriers to work among the elderly. least in part by a concern that this rule leveled an unfair penalty on older workers unnecessarily reducing their labor supply.
The labor supply decisions of the elderly are driven by a unique set of circumstances.
Perhaps most importantly, the overwhelming majority of the elderly receives or is eligible to receive some level of guaranteed annuity income, whether it is from Social Security, Supplemental Security Income (SSI), or private sources. Given access to this unearned income, we might expect the labor supply of the elderly, especially the liquidity constrained, to exhibit different responses to financial incentives and job characteristics than do younger individuals.
The elderly are also much more likely to suffer both acute and chronic episodes of poor health than younger populations.
Understanding what motivates the elderly to continue working will be an important ingredient in formulating programs and policies aimed at improving their financial security and general well being. For example, if labor supply is mainly concentrated among the wealthy and is strongly related to non-pecuniary aspects of employment, then we can expect changes in Social Security policy that change the marginal tax rates on wage income to have little impact on labor supply. Some laws like the Employee Retirement Income Security Act (ERISA), the Age Discrimination in Employment Act (ADEA), and Americans with Disabilities Act (ADA) designed to protect workers from discrimination might actually cause employers to lower their demand for elderly workers. Finally, an important goal of many social programs for the elderly is to alleviate poverty and generally ease life at older ages. It is of considerable interest to know, then, to what extent the elderly work out of financial necessity.
In this paper, we directly examine three questions about elderly labor force participation as a first step in beginning to understand what drives labor supply in this population: Who among the elderly works, what are their job characteristics, and which elderly exit the labor force? We answer these questions relying on three data sets, the annual March demographic supplements to the Current Population Survey (CPS), the Health and Retirement Study (HRS), and the Asset and Health Dynamics Among the Oldest Old (AHEAD).
Our first empirical finding is that the labor supply of the elderly is concentrated among the healthiest, wealthiest, and most educated individuals, and yet they earn very low wages.
Nearly 75 percent of individuals ages 70 and above earn wages in the bottom quintile of the overall wage distribution of those ages 50-61. Also of note is the fact that the working elderly report a substantial level of flexibility in their work schedules. We take these simple facts supplemented with additional panel analyses as evidence that non-pecuniary factors dominate the labor supply decisions of the elderly. The elderly are particularly willing to purchase jobs that they enjoy and allow them the flexibility they desire at the expense of low financial returns. This is consistent with statements commonly made by older workers in the press that they work because they enjoy work and it contributes to their physical and mental well-being. 3 We find little evidence that the elderly accept low hour/low-wage offers because of employer constraints.
These conclusions, though, are based largely on the observed behavior of the currently working elderly. We can provide only limited evidence about the labor supply decisions of those individuals who have already left the labor force. It is possible that this population responds more strongly to the financial returns to work than those we observe currently working. Future research will need to address this sample selection issue more carefully.
The rest of the paper is organized as follows. In Section 2 we review the small literature on the determinants of elderly labor supply. Section 3 describes our data. Sections 4 and 5 then provide answers using cross-sectional data to the two questions set out above: Who among the elderly works and what are their job characteristics? We supplement these cross-sectional analyses with panel analyses of labor market transitions in Section 6. We discuss our results and conclude in Section 7.
Background
The growing importance of the elderly in the U.S. workforce is the product of two wellknown trends, the aging of the U.S. population and the leveling off of the long-term decline in male labor force participation at older ages. Currently, individuals ages 65 and above account for 13 percent of the U.S. population; by 2025 this percentage is projected to rise to 19 percent [U.S. Census 2000] . Along with general aging, the long-run trend toward earlier retirement in this century slowed considerably in the 1980s and some argue may have reversed itself in the 1990s, especially for males [Quinn 1999; Purcell 1999] . By some estimates these two trends together imply the elderly will account for more than 5 percent of the total U.S. workforce in 2025 [Fullerton 1999 ].
The long-run decline in male labor force participation at older ages is the subject of an enormous literature and, while there is some consensus that much of it must be attributable to increases in real wealth and family income, many believe also that the advent of social programs for the elderly like Social Security and Medicare have played a role. 4 The recent leveling off and possible reversal of this long-run decline in male labor force participation is the subject of considerable debate with researchers attributing it to a variety of factors including general economic conditions, changes in Social Security rules, the end of mandatory retirement, the shift away from defined benefit pension plans in the private sector, improving health, and a shift toward a more service oriented economy [Quinn 1999; Costa 1999] . There is no consensus whether this leveling off represents a temporary or more permanent shift in the labor force participation rates of older individuals.
Only a few studies have directly examined the labor force participation of the elderly. Iams (1987) finds that new Social Security beneficiaries in the first wave of the New Beneficiary Survey (NBS) tend to work fewer hours and for lower wages than they did prior to receiving benefits. Iams also finds that individuals who changed jobs following benefit receipt tend to move into service-oriented jobs. Using the National Longitudinal Survey (NLS) of Older Men, Parnes and Sommers (1994) find that the probability of work among men ages 68 and older in 1989 is strongly correlated with good health and an individual's work ethic and attitudes toward retirement measured in earlier waves of the NLS. Parnes and Sommers also report a positive correlation between educational attainment and labor force participation and negative correlation between non-labor income and labor force participation in this population. Pienta, Burr, and Mutchler (1994) focus on elderly women and the strong positive correlation between their labor force participation early and later in life. A positive correlation between health and labor force participation is also evident among individuals approaching traditional retirement ages [Bound, et al 1998; Benitez-Silva 2000] .
Several studies have demonstrated that job characteristics affect the ability of older individuals to remain in the workforce. For example, a number of studies show retirement ages are lower for individuals who work in physically demanding occupations [Holden 1988; Gustman and Steinmeier 1986; Hayward and Grady 1990] . Given the long-term shift in the U.S. economy toward less physically demanding occupations, it is not clear how important this 4 See Hurd (1990) for a review of this lengthy literature.
kind of impediment to work at older ages will continue to be. There is little evidence in general that suggests older workers are less productive in their work activities [Mitchell 1990] . A survey of employer attitudes found that employers rate older workers above average in terms of experience, judgment, commitment to quality, and attendance and punctuality [CED 1999, p. 29] . The same survey found, though, that older workers exhibit less flexibility and adaptability.
A variety of public programs and laws affect the incentive to work at older ages. Social
Security is perhaps the most obvious, making available a guaranteed annuity income for the vast majority of Americans beginning as early as age 62. The large spikes in retirement hazards at the early and normal retirement ages of 62 and 65 point to a potentially strong role for Social Security in reducing labor supply among older individuals [Lumsdaine, Stock, and Wise 1995] .
There is mixed evidence that other features of the Social Security system like the earnings test which, until recently repealed, reduced Social Security benefits for individuals receiving more than a relatively small amount of labor income, or taxation of Social Security benefits above certain income levels reduce elderly labor supply [Gruber and Orszag 2000; Friedberg 1998 ].
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ERISA and Medicare may also affect the demand for elderly workers, although, again, there is little empirical evidence on this question. ERISA, enacted in 1974, sets minimum standards for pension plans in private industry. The law explicitly requires firms to extend pension benefits to all employees working more than 1,000 hours per year. Extending pension coverage, especially defined benefit coverage, to older workers may be quite expensive and therefore discourage their hiring. ERISA and federal tax codes also prevent employers from paying out pension benefits to employees who have qualified for early retirement but are still employed by the firm. 6 Pension benefits may only be paid to current employees who have reached the plan's normal retirement age. Some have argued that this may discourage both employees and employers from pursuing a more gradual path to retirement [Purcell 2000 ].
Before 1982, Medicare was the primary health insurance provider for all individuals over the age of 65. Today, employer health insurance is primary for workers covered by the employer-5 Benefits lost due to the earnings tax were actually repaid to individuals in an actuarially fair manner once they stopped working. 6 There is no prohibition against firms rehiring former employees who are currently receiving pension benefits. The employee must formally terminate employment with the firm first, however, before he or she can start receiving pension benefits. This requirement of termination introduces considerable uncertainty into the decision to take benefits for those desiring to remain employed by the same firm.
provided plan prior to age 65. Moreover, the law requires employers to continue offering private health insurance to these individuals for the length of their employment. Adams (2000) , and Ashenfelter and Card (2000) all find evidence that prohibition of explicit age discrimination in hiring and firing boosts the employment of older workers. There is little evidence of the latter effect [Neumark 2001 ]. The ADA of 1990, requires firms to accommodate individuals with disabilities. Given that such accommodation can be costly, it is conceivable that firms may be reluctant to hire older workers who are more likely to experience a disability while in their employment, although again there is scant evidence to support this hypothesis. Hurd and McGarry (1993) emphasize the likely importance of hours flexibility in determining labor force participation among older workers. In a standard labor supply model, individuals choose hours of work given exogenously offered wages, and there are many reasons to believe that older workers would prefer to reduce hours gradually rather than retire all at once.
Indeed, transitioning from full-time to part-time employment, and frequently simultaneously to a new employer and even a fundamentally different job, is a common pathway to retirement for many older individuals [Hayward and Grady 1990; Blau 1994; Ruhm 1990; and Hayward, Crimmins, and Wray 1994; Herz 1995] .
There is considerable evidence, however, that hours and wages are offered simultaneously and so workers cannot simply choose hours at a given wage [Lundberg 1985; Dickens and Lundberg 1993] . Hurd and McGarry (1993) investigate whether the ability to adjust hours within a job is correlated with retirement expectations. They find that individuals who currently work in jobs where work hours can be reduced or their responsibilities can be lessened report a substantially higher subjective probability of working past age 65, even after controlling for a host of demographic, financial, and health characteristics. 7 Thus, the ability of employers to accommodate demands for flexibility may be an important determinant of labor supply among the elderly. While there is no direct evidence on this point in the case of the elderly, several studies do show that accommodation influences the likelihood that individuals suffering from a temporary or permanent disability return to work as well as their earnings in that job [Daly and Bound 1996; Burkhauser 1999] .
Data
We rely on three data sets for this paper: the annual March demographic supplements to the CPS and the 1998 HRS (HRS98) The AHEAD is a nationally representative sample of over 7,000 individuals who were born before 1924 and were first surveyed in 1993, with subsequent waves fielded in 1995 and 1998. As noted above, the third wave of the AHEAD was conducted as part of HRS98. We use all three waves in an effort to isolate the determinants of transitions into and out of the labor force among the elderly.
Because we are interested primarily in the decision to work, our unit of analysis is the individual. We examine both males and females, generally pooling them in our analyses; we present separate analyses only when large differences exist. Despite examining the individual, many of the important determinants of working such as income and wealth are measured at the household level. We make a simple adjustment in pooling our analysis across married and single individuals, multiplying household wealth and income by 0.75 for married individuals. The wealth and income data in the HRS98 and AHEAD are of high quality due to innovations in survey design. In particular, for many quantities, a series of unfolding brackets are used to solicit responses from individuals unwilling or unable to provide point estimates. We rely on the preliminary wealth and income imputations provided by the Institute for Social
Research at the University of Michigan [Cao 2000a [Cao , 2000b .
We use two measures of wealth, bequeathable wealth and total wealth. We define bequeathable wealth as the sum of real estate, business and farm, IRA, stock, bond, cash, CD, auto, trust, and housing equity wealth less non-mortgage debt. This measure of wealth does not account for the value of future non-labor income from social security, pensions and other annuitized assets. To include such wealth, we compute a second measure (that we call total wealth) that includes the present discounted value (PDV) of the future annuitized income stream and bequeathable wealth. We calculate the total wealth measure by summing current social security, supplemental security income (SSI), pension, veterans benefit, and annuity income over each individual's expected remaining lifetime, discounting by 5 percent, and adding it to current wealth. 9 Since we use current annuity and pension income in this calculation, the total wealth measure will be most accurate for individuals ages 70 and above because we expect most individuals eligible to receive annuitized income to be receiving it by that age. The total measure is less reliable at younger ages since many of these individuals, especially those who are working, may have elected to delay receipt of annuity income; therefore, we only compute the total wealth measure for individuals ages 65 and above.
Who Works Among the Elderly?
We begin this section by examining labor force participation rates of males ages 50 and above using data from the March CPS between 1963-98 ( Figure 1 ). 10 Looking first at male labor force participation in the top graph, we see that while labor force participation among males ages 50-58 held more or less constant between 1963 and 1998, labor force participation among males ages 59-64 and 65+ declined through the mid 1980s from 63 and 22 percent in 1963 to 50 and 15 percent in 1985. At the very end of this time series, it appears that male labor force participation may be rising somewhat in the age 59-64 and 65+ categories. For women, the decline in labor force participation in the age 65+ category is much less dramatic than for men, although its slight decline stands in marked contrast to the general rise in labor force participation among younger women. Female labor force participation in the age 65+ category generally follows the pattern exhibited in male labor force participation, dipping slightly from 10 percent in 1963 to 8 percent in 1985, and then rising back through the end of the series to 10 percent. Figure 1 obscures the much higher labor force participation rates for individuals ages 65-69. Labor force participation of males ages 65-69 stands at 26 percent in 1996-99 (see Table A -3) . While the levels are higher at these younger ages, the general time-series patterns are the same. As found by previous research, the long-term trend toward earlier retirement has abated.
In Table 1 , we examine how labor force participation varies by educational attainment using pooled 1991-99 CPS data. The table shows that labor force participation is higher at higher levels of education at all ages. 11 On average, labor force participation among all individuals ages 50 and older ranges from a low of 23 percent for dropouts to a high of 62 percent for those with more than a college level education. The difference in labor force participation between the more and less educated grows with age, however. At ages 50-58, 53
percent of dropouts work compared with 83 percent of those with more than a college level education. By ages 71-73, these labor force participation rates are 8 and 22 percent, respectively.
At ages 77-79, the difference is even more dramatic: 4 percent of dropouts work compared with 14 percent of those with more than a college level education. These statistics indicate that the workforce becomes increasingly concentrated among the most educated individuals with age.
We note a similar pattern in labor force participation when looking at wealth. In the first two columns of Table 2 , we see that the median bequeathable wealth of the working increases steadily with age while the median bequeathable wealth of the non-working increases through ages 68-70 and declines thereafter. While median bequeathable wealth of the non-working falls below that of the working at all ages, the ratio of non-working to working median bequeathable wealth increases through ages 68-70 and then declines. At ages 68-70, the median bequeathable wealth of the non-working and working are nearly equal, whereas by ages 77-79, the median bequeathable wealth of the working more than doubles that of the non-working ($226,500 v.
$112,300).
The rise in the ratio of non-working to working median bequeathable wealth through ages 68-70 (third column of Table 2 ) no doubt reflects the fact that at younger ages the non-working population is largely composed of less-educated and perhaps disabled individuals who we might expect to have low wealth. As the population ages and individuals begin to retire, however, the non-working population becomes more representative of the overall population. There are two possible explanations for the wealth pattern observed after ages 68-70. The first possibility is that the wealth of the non-working and working diverge simply because the working are able to save at a higher rate than the non-working due to their labor income. The other more likely possibility is that this divergence represents a compositional shift in the working population after age 70. Relatively wealthy individuals are more likely to continue to work because they have access to agreeable working conditions or simply because they enjoy work more than the less wealthy. In the final column of Table 2 , we note a similar decline in the ratio of median nonworking to working total wealth beginning at age 65.
We examine the relationship between wealth and labor force participation in further detail in Table 3 . This table reports labor force participation rates by bequeathable wealth quintile and age, where wealth quintiles are calculated within age categories. As with education, we see that the wealthiest are more likely to be working than the least wealthy at all ages. More strikingly, differences in labor force participation rates between the highest and lowest wealth quintiles grow substantially with age. At ages 65-67, for example, the labor force participation is 23 percent in the lowest two quintiles and 26 percent in the highest two quintiles. At ages 77-79, the relative difference has increased markedly to 5 versus 9 percent; for males the difference at ages 77-79 is even greater at 5 versus 15 percent. Noting that these quintiles represent equal population shares, it is evident by these statistics that labor force participation becomes increasingly concentrated among the wealthiest individuals with age.
In Table 4 , we examine variation in difficulties with Activities of Daily Living (ADLs).
In the first two columns of Table 4 , we see that the mean number of difficulties with ADLs increases with age for both the non-working and working and that the non-working have more difficulties than the working at all ages. 12 We also show labor force participation by the number of difficulties in the final three columns of Table 4 . Again, labor force participation is highest among individuals reporting difficulty with the least number of ADLs. This is true at all ages.
Unlike with education and wealth, we do not see a growing disparity in labor force participation between the healthy and less healthy with age by this measure of health status. The healthy are much more likely to be working than the less healthy at all ages.
Education, wealth, and health, of course, are likely to be highly correlated, and so we run simple linear regressions in an attempt to isolate the partial correlations of these variables with labor force participation. We include two dummy variables for education (13-16 years and 16+ years), four dummy variables for bequeathable wealth quintile and three dummy variables for having zero, one, and two difficulties with ADLs. We also include a dummy variable for whether an individual considers him or herself to be in very good or excellent health. The regressions also control for age, age 2 , gender, race, and marital status. In Table 5 , we show the results of these regressions run separately for five age categories.
Looking first at the regression for individuals age 50-59, we see that the coefficients all have the expected signs so that more educated, wealthier, and healthier individuals are more likely to be working than the less educated, least wealthy, and less healthy individuals at that age. Consistent with Tables1-4, this is true in the older samples as well, although the effect of being in the highest wealth quintiles is sometimes negative and imprecisely estimated. In the case of education and health, the size of these regression coefficients relative to mean labor force participation generally increases with age. This is particularly evident in the case of health. We take this as further evidence that the working population becomes increasingly concentrated among the educated and healthy. Being in the highest wealth quintile exerts a proportionally large effect in the oldest age category (75+) as well. Also of note in Table 5 , is the decline in R 2 with age in these regressions; the model explains about 17 percent of the variation in labor force participation among individuals ages 50-59, but only 4 percent of this variation among individuals ages 75+. This suggests that other factors, perhaps job characteristics and preferences, are becoming increasingly important in determining labor force participation with age.
What Are the Job Characteristics of the Elderly?
In this section we turn to an examination of the job characteristics of the elderly, dropping those individuals who do not work. We begin in Table 6 with mean weeks and hours worked as calculated from the CPS. The clear pattern here is that older workers work fewer weeks and hours than younger workers. There is a slight increase in mean weeks worked over In Table 7 , we examine the wages of those who work. Median weekly wages as reported in the HRS98 drop precipitously with age. Median weekly wages of males fall from $781 at ages 50-58 to $256 at ages 74-76. This decline is confirmed in the CPS data, which show a decline in the median weekly wages of males from $742 at ages 50-58 to $266 at ages 74-76. In the fourth column of Table 7 , we show that this decline is not attributable to cohort effects.
Constructing synthetic cohorts using the CPS we see that median weekly wages of males decline from $626 to $223 between ages 50-58 and ages 74-76. Some of this decline is no doubt attributable to the greater proportion of part-time workers among the elderly. Part-time work typically commands lower wages than full-time work. Even among full-time workers (column five), however, we still observe a substantial drop in wages with age. We also note that wage declines occur across the educational spectrum. In the final of column of Table 7 , for example, we see a large decline in the wages of males with a college level education or more. Thus, even the most educated workers appear willing to work for relatively low wages at older ages. All of these results hold for women as well (Panel B).
While we know from Table 7 that wages decline with age we do not know whether that decline is uniform across the entire distribution. Table 8 confirms that this is in fact the case.
There appears to be a dramatic shift in the wages of male older workers toward the bottom quintile of the overall wage distribution of males ages 50-61. At ages 62-64, 33 percent of working males in the HRS98 earn wages in the bottom quintile of the age 50-61 wage distribution. By ages 71-73, this percentage has increased to 64 percent. At ages 80 and above, 76 percent of workers earn wages in the bottom quintile of the age 50-61 wage distribution.
None of these workers remain in the top of the wage distribution. Figure 2 and Table 9 provide strong evidence that older workers are more likely than younger workers to be employed in jobs with flexible work arrangements. In Figure 2 , the fraction of working males who report being self-employed increases markedly with age. About 16 percent of the male HRS98 sample ages 50-52 report being self-employed compared to 30 percent of those ages 65-67 and 56 percent of those ages 77-79. The trend toward greater selfemployment with age make sense if we believe self-employment allows individuals greater flexibility in setting their own hours and level of effort. Females also are more likely to be selfemployed at older ages, although this trend is less pronounced.
Job flexibility, as measured by the ability to adjust hours, seems to increase with age among the non self-employed as well. In Table 9 , we see that the proportion of working males who can reduce hours if they want to increases from 0.27 at ages 50-58 to 0.39 at ages 62-64 to 0.59 at ages 74-76. We observe a similar increase with age in the proportion that report they can increase hours. For those who cannot reduce hours, we see a decline in the proportion who want to decrease hours with age which suggests older workers may select into jobs with the preferred level of hours. The trend is less clear if we look at the proportion of workers who cannot but want to increase hours. This percentage declines through ages 65-67 and then increases thereafter, so that 16 percent of workers over the age of 73 cannot but would like to increase hours. Putting these estimates together, we find that the proportion of workers reporting being constrained in hours worked falls through ages 71-73 and then rises slightly thereafter. The mean deviation of actual hours worked from desired hours falls from 3.8 at ages 50-58 to 0.5 at ages 77-79. These estimates imply that, not only do actual hours decline with age, but so do preferred hours (final column of Table 9 ).
In the CPS, we see a small shift in the occupational mix of workers as they age ( Figure   3 ). There is virtually no change with age in the proportion of males working in management/professional or laborer/agriculture occupations. The proportion of males in sales/service jobs, though, increases from 0.26 for those ages 50-54 to 0.40 for those ages 75-79.
There is a corresponding decrease in the proportion of workers in the craft/production occupational category.
A similar analysis using HRS98 data is not possible since occupational data have yet to be released for that wave. We can, however, examine how other job characteristics change with age. A battery of questions asks respondents to categorize the extent to which their job involves physical effort; lifting heavy loads; stooping, kneeling, or crouching; good eyesight; intense concentration; and skill in dealing with other people. The share of workers reporting that their job involves these activities all or most of the time is reported in Table The results of this section demonstrate that older workers tend to work fewer hours, are paid lower wages, are more likely to be self-employed and have flexible work arrangements, and work in service-oriented occupations than younger workers. These observations beg the question, however, whether this represents a compositional shift in the workforce due to selective retirement or a process in which individuals gravitate toward jobs with particular characteristics as they age. The trend towards a relatively more educated and healthy workforce at older ages is indicative of significant compositional changes in the working population. At the same time, the trend toward lower wages at older ages, even among the most educated, indicates a transition in the types of jobs older workers are willing to hold.
We examine this issue relying on the AHEAD data by comparing the job characteristics of individuals who report being in their longest job with those individuals, currently working but not in their longest job. 14 We also compare the current and longest job characteristics of individuals who are currently working, but not in their longest job. By relying on the AHEAD data, we are restricting our sample to individuals age 70 and older. We present these results in Table 11 . We note that, consistent with the CPS and HRS98 results, the workers in wave 1 are more highly educated, possess higher wealth, are married, and are younger.
The first set of comparisons we make in Table 11 is between the current job characteristics of those who report being in their longest job and those who report not being in their longest job. In Panel B we see that individuals who currently work in their longest job earn a higher wage, work more, and are more likely to be self-employed and working in a professional occupation than those working, but not in their longest job. 15 We also see in Panel
A that the individual characteristics of these two groups are quite similar. There is little difference in educational attainment or wealth.
Of greater interest in Table 11 is the comparison between current job characteristics and longest job characteristics (Panel B v. Panel C). The first thing to note is that individuals not in their longest job (third column) currently work for wages nearly three times lower than their maximum wage on their longest job (which they earned at an average age of 60). We also observe that these individuals have transitioned away from professional and manual occupations toward clerical positions. We view this as strong evidence that the pattern of declining wages we observe in Table 7 is at least partly attributable to a process in which individuals gradually select into lower paying jobs, and perhaps jobs with lower levels of responsibility as well. It is also of note that the maximum wages on a longest job of individuals who are not currently working (third column) are below the same wage of those currently working. The non-working in Wave 1 were also substantially more likely to be working in manual occupations on their longest job than the Wave 1 working population. Thus, it would appear that prior job characteristics are an important determinant of the propensity to work at older ages. Table 11 does not tell us directly 14 The "longest" job here and in Section 6 refers to a job that lasts for at least ten years with a wage peaking after age 45 and 1963. 15 We collapse nine occupational categories in the AHEAD to three for our analysis: (1) Professional (professional and technical workers, managers, officials, and proprietors); (2) Clerical (clerical and kindred workers, sales workers, service workers); and (3) Manual (craftsmen, foremen, and kindred workers, operatives and kindred workers, laborers and farm foremen, farmers and farm managers).
how wages have evolved for individuals who are currently in their longest job (second column).
Looking back at Panel B, however, we see that their Wave 1 wages are quite low, and given that they have roughly the same level of education and wealth of individuals who are not currently in their longest job, it seems likely that they too have transitioned to lower paying responsibilities, albeit within the same employer.
Although we have presented much evidence on the characteristics of the jobs for current workers, such evidence does not provide information about those individuals who have already retired. Retired individuals in HRS98 were asked a series of questions about why they retired.
We present tabulations for the reason for retirement by age of actual retirement in Table 12 . In the first column of Table 12 , we see that the proportion of retirees who report they were at least partly "forced" to retire from their last job decreases with age at retirement through ages 65-67
and then increases subsequently; however, it is unclear whether respondents interpreted "forced"
as their employer forcing them to retire or some other factor, such as poor health, forcing them to retire. In columns (2) through (5) Interestingly, very few individuals claimed they retired because they did not like their work.
In the final column of Table 12 , we report the proportion of retirees who said they were forced to retire but did not claim health or spending time with family as being important reasons for retirement. This percentage increases from 15 percent at ages 50-58 to 25 percent of those retiring at age 80 and above. By controlling for other reasons for retirement, this fraction provides indirect evidence that at least some older workers exit the labor force because they feel their employer is forcing them to leave either explicitly or by not offering them jobs that accommodate their desire for flexible work schedules or other non-pecuniary job characteristics.
Who Exits the Labor Force at Older Ages?
In this final section, we exploit the panel nature of the AHEAD to examine how the personal and job characteristics of individuals who exit the labor force between waves (leavers) compare with those who remain in the labor force (stayers). Table 13 summarizes differences in the personal and job characteristics of leavers and stayers in the AHEAD. We look at transitions both between Waves 1 and 2 and Waves 2 and 3, measuring characteristics in the initial wave.
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The first thing to note in Table 13 is that a non-trivial fraction of those working in either Wave 1 or Wave 2 die between waves: 8 percent between Waves 1 and 2 and 15 percent between Waves 2 and 3. Thus, about ten percent of individuals who leave the labor force at older ages do so fairly close to their death date. Also of note is the fact that nearly half of the sample is female.
Consistent with the results of Section 4, individuals who stay employed between waves are more educated, wealthier, and healthier than those who exit the labor force. Stayers are also somewhat younger and more likely to be married.
Moving on to the job characteristics of stayers and leavers, we see first that 87 percent of stayers between Waves 1 and 2 and 75 percent of stayers between Waves 2 and 3 remain in the same job. The smaller fraction remaining in the same job between Waves 2 and 3 is likely due to the longer interval between Waves 2 and 3 as compared to Waves 1 and 2. Those who stay employed between waves work more hours and weeks in their initial wave job than those who leave (see below for more on hours). There is mixed evidence on the difference in wages of leavers and stayers, however. Stayers are somewhat more likely to be self-employed than leavers and less likely to report their job is stressful. While we have no data on hours constraints in the AHEAD population, we do note that stayers report having less stress at work than leavers. Table 14 provides additional evidence that the wealthy are significantly more likely to work at older ages than the less wealthy. The Wave 1 and Wave 2 labor force participation rates of individuals in the highest wealth quintile are 15 and 13 percent respectively. These rates drop off significantly in lower wealth quintiles. Wealth, however, seems to have a relatively small impact on whether an individual leaves the workforce between waves of the AHEAD.
Conditional on working in Wave 1, labor force participation rates in Wave 2 are only slightly higher among individuals in the highest wealth quintiles (66 percent in the highest wealth quintile versus 61 percent in the lowest wealth quintile). This is also true if we look at labor force participation rates of individuals in Wave 3 conditional on working in Wave 2. So, while wealth is an important correlate of whether or not one is working at ages 70 and above, it does not seem to be an important correlate of the decision to continue working after that age.
Finally, in Table 16 , we present the results from simple OLS regressions where the dependent variable is whether an individual remained employed between waves of the AHEAD.
We model the probability of working in Wave 2 as a function of Wave 1 personal and job characteristics as well as the change in health status between waves. We do the same analysis between Waves 2 and 3.
The primary result of these regressions is that negative health shocks are by far the strongest determinant of whether an individual remains employed between waves. For example, the probability of working in Wave 2, conditional on working in Wave 1, is sharply lower for individuals who experienced deteriorating health between waves as measured by both subjective health status (Health worse) and increases in the number of ADLs an individual reports having difficulty with (ADL diff change). This is true even conditioning on Wave 1 health status. We observe the same results between Waves 2 and 3. Also of significance is the fact that prior wave financial variables like wealth and wage have small and statistically insignificant effects on the probability of remaining employed between waves. Demographic variables like age and education, which were important correlates of labor force participation at younger ages, also turn out to have no significant impact on labor market transitions in this older population. Likewise, job characteristics such as occupation and stress level have no impact on labor force transitions in this population.
Discussion and Conclusions
Our empirical analyses of the CPS, HRS98 and the AHEAD yield three principal findings. First, we show that it is the most educated, wealthiest, and healthiest individuals who are most likely to be working in old age. While the effect of health on labor force participation at older ages has been extensively researched, the fact that labor supply becomes increasingly concentrated among the most educated and wealthiest has not been widely reported. Prior research clearly points to a causal role for health in determining ability to work. The labor force patterns with respect to education and wealth are likely explained by the more educated and wealthy having stronger preferences for work and access to jobs that allow them to continue working at the hours and level of responsibility they prefer.
Our second major finding is the fact that the elderly who choose to work do so for comparatively low wages. A number of additional results suggest this is not just a function of selective retirement. Rather, it appears that individuals tend to select into low paying jobs as they age. This is suggested by the fact that it is the educated and wealthy that are most likely to be working at older ages and we would expect these individuals to have high lifetime earnings on average. More directly, retrospective job history questions in the AHEAD show that wages decline at the individual level and not just in the cross-section. The concomitant decline in hours and increase in hours flexibility with age suggests the elderly purchase flexibility at the expense of low wages. In this sense, work may be closer to leisure for the majority of elderly workers
Finally, panel analyses of labor market transitions in the AHEAD point to negative health shocks as being by far the most significant predictor of whether an individual remains in the labor force after age 70. Wages, wealth, and other personal and job characteristics have little or no effect on labor market transitions at older ages. Together, we take these three major findings as strong evidence that non-pecuniary concerns dominate the labor force decisions of the elderly.
While such non-pecuniary motives have long been recognized in the literature, the extent to which these motives dominate financial considerations in the elderly population has not.
Our findings have important implications for a variety of public policy issues. For example, the recent Senior Citizens' Freedom to Work Act of 1999 repealed the Social Security earnings test that penalized seniors for working beyond the age of 65. Proponents of this law argued that (a) it is unfair to tax the elderly who choose to work to make ends meet and (b) repealing these taxes would induce individuals to continue to work. 17 Our results suggest that both of these arguments lack empirical support: the elderly who choose to work are in fact generally wealthy and they respond relatively inelastically to wages. In general, we think policies that affect the financial return to work for the elderly will have less impact on labor supply in this population than policies targeted at improving the non-pecuniary returns to work.
Although the analysis presented here constitutes a significant step in understanding the determinants of elderly labor supply, it leaves unanswered a number of important questions.
Perhaps most importantly, it does not answer the question whether individuals who left the labor force did so because they were unable to find employment with the desired bundle of characteristics. That is, were these individuals somehow more constrained in their employment opportunities than those who continued to work? Given the level of interest in the issue of private and public barriers to work for the elderly, we think this issue is deserving of further research. As future waves of the HRS cohort become available, the extent to which such barriers exist and affect the labor supply decision of the elderly can be examined directly. Notes: "Longest" job refers to a job that lasted for at least 10 years, with a wage that peaked after age 45 and 1963. Maximum wage is calculated assuming individuals work 40 hours and 52 weeks. Note that these three categories of workers are not exhaustive of the AHEAD population and so shares do not add to one. All quantities are calculated as weighted means except for wage, which is measured at the median. Data source: AHEAD. Notes: * Hours vary from week to week. ** The question changed between the waves, thus making the levels non-comparable. All characteristics except death and change in health status are measured as of the initial wave; death and change in health are measured between waves. All means are weighted. Data source: 1993-98 AHEAD. 
